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1. Welcome & introductions
Karen Facey (KF) welcomed everyone to the 2nd meeting of the subgroup and noted apologies from Paul James (PJ), Matt Sutton (MS), David Garden (DG) and Roger Black (RB). Andrew Daly was attending on behalf of Paul James.  KF also introduced Pauline Craig (PC) and Debbie Sigerson (DSn) from NHS Health Scotland who had been asked along to present to the subgroup on the Health Inequalities Impact Assessment.
2. Minutes of previous meeting

The minutes of the previous meeting were accepted as an accurate reflection of the meeting. KF confirmed that all actions had been completed or were covered by agenda items. 
KF and Angela Campbell (AC) informed the group that they were pursuing a replacement to represent NHS Lothian on the subgroup.
Action 1: AC to follow up NHS Lothian for a member

KF also advised members of the group that a presentation on the IRF patient level costing methodology has been arranged for the 3rdAcute MLC subgroup meeting on the 1st of April. 

AC confirmed that she had spoken to John Matheson about communicating the work of the subgroup to NHS Board Directors of Finance (DOFs), Chief Executive Officers (CEOs) and Chairpersons . John Matheson suggested that the DOFs monthly meeting would be the most appropriate meeting to share this information.  AC agreed to arrange that representatives from the subgroup would attend one of the future DOF meetings. Fiona Ramsay (FR) suggested that the DOFs update the CEOs with the work of the subgroup in their written updates to the CEOs and Chairs.
Action 2 – AC to arrange date for attending DOFs monthly meeting.

Action 3 – AST to draft summary of plans for sub-group work for Chairs and CEO updates.

KF and Donna Mikolajczak (DM) informed the subgroup that the TAGRA website had been updated with a new section on the work of the Acute Morbidity and Life Circumstances (MLC) subgroup. DM told the group that all papers and presentations would be uploaded onto the website. KF asked DM to circulate the website link to the subgroup members.

Action 4 – DM to circulate TAGRA Acute MLC Subgroup website link http://www.tagra.scot.nhs.uk/subgroups_MLC.html to members.

KF highlighted to the group that the terms of reference had been updated as requested at the previous meeting. The wording in bullet point one in section ? has been changed from ‘Geography’ to ‘Granularity’.  Following discussions around service areas - ‘service scope’ has been added to the 3rd bullet point in section 2; now reading ‘Structure – the form, the age grouping and  the clinical and service scope, specified for the adjustment factors’. A new point has also added on unmet need. The revised remit and terms of reference was accepted by the group. 
3. Health Inequalities Impact Assessment 
KF handed over to PC and DSn from NHS Health Scotland for the presentation on the Health Inequalities Impact Assessment (HIIA) and how it could be approached by the work of the sub-group. 
PC gave some background to HIIA and talked through the main drivers of HIIA: The Equality Act (2010) and Scotland’s National Action Plan (SNAP) for Human Rights (2013). PC also mentioned that other national drivers of HIIA include 2020 Vision (2013), Patients Rights Act (2011) and Equally Well (2008). PC highlighted that public bodies have a legal duty to conduct an equality impact assessment and confirmed that the HIIA includes an equality impact assessment and therefore satisfies this legal requirement. PC outlined the benefits of HIIA and encouraged the group to consider equality and human rights at the planning stages of its work and to consider the various issues that could arise. 
PC handed over to DSn to talk through the process of HIIA in more detail. HIIA provides a systematic way to consider how a project may affect groups of people differently and that findings can inform the project development and implementation. DSn talked about the HIIA tool and highlighted that it offers an integrated approach to impact assessment, drawing on methodology from health impact assessment (HIA), equality impact assessment and human rights impact assessment.
The six steps in the HIIA process are:
· Preparation
· Scoping

· Prioritisation

· Appraisal

· Recommendations

· Taking action

Literature distributed at the meeting included case studies of how HIIA has been used to inform policy decisions. One example is the use of HIIA in the Public Bodies (Joint Working) (Sc) Bill. 

DSn noted that the MLC sub-group may use HIIA to consider issues such as, how ‘variations in need’ are understood in different groups and how gaps are being addressed. DSn also queried whether the outputs of the acute MLC work would be accessible to the public. 

KF thanked PC and DS for their presentation and reminded the group that the NRAC review in 2007 carried out an EIA at the end of the review and that a EIA or HIIA was not conducted as part of the Mental Health and Learning Difficulties MLC review. KF encouraged the group to think about the HIIA at the outset of the Acute MLC review and highlighted that it was up to the subgroup to work with NHS Health Scotland to find the best way to utilise the HIIA process to inform its decision making. KF also underlined that the subgroup does all the statistical modelling on utilisation of health care services and suggested that HIIA qualitative evidence may have particular relevance for the work on unmet need. 

Andrew Daly (AD) stressed that the subgroup needs to demonstrate that it is considering equality as part of the review. Frances Elliot (FE) highlighted that it is going to be a challenge to look at unmet need because of the multimorbidity agenda. FE outlined that the delivery of health care services is still based on single disease pathways and that the subgroup needs to spend time focusing on multimorbidity and how it can address the needs of patients with two or more conditions. FE also stressed that there is the added complexity that health care services are not delivered as efficiently as they can be for this population and that the subgroup should not just focus on individual diseases. FE encouraged the subgroup to consider the whole picture of demand, need and supply. 
KF and AC asked the subgroup whether the ‘equity’ element of TAGRA’s core criteria should be expanded. AC raised the question whether the core criteria for ‘equity’ be extended to say ‘capturing the cost implications of variations in need across the different groups of people’ as well as ‘across the country’. AC mentioned that this also relates to the individual person level modelling carried out in NHS England that Matt Sutton (MS) talked about at the first subgroup meeting in February. FR questioned whether changing the core criteria is more for TAGRA to consider and not the subgroup. Diane Skatun (DS) mentioned to the group that she had read some of the evidence on a person based formula approach and that in certain circumstances the results were the same as an area based formula. DS also stressed that the NRAC formula looks at need but it is not the job of TAGRA or the subgroup to allocate money for efficiency.
KF asked the group whether ‘equality’ should be added to TAGRA’s core criteria. PC talked about when the NHS was established in Scotland and questioned whether the NHS should offer the same service for everybody or to provide a stronger service for those who need more of it. KF emphasised that the NRAC formula is not designed to allocate resources to address inequality but to allow resources to be used according to equity of need.  KF went on to summarise the group discussion and establish that the key areas for the subgroup to consider are multi-morbidity and the possible perverse incentives arising from a patient level approach. FR stressed that TAGRA should make the decision on whether ‘equality’ should be added to the core criteria. AC suggested that the subgroup feed this back to TAGRA.

Action 5 – AC to speak to John Matheson about updating TAGRA’s core criteria to include ‘Equality’.  

KF suggested that it would also be appropriate to be add a bullet to the remit in our Terms of Reference to indicate that we will undertake a Health Inequalities Impact Assessment. This was agreed.

Action 6 – Update Terms of Reference and send to TAGRA for approval.

KF proposed that FE, AC, DM and KF meet with NHS Health Scotland to discuss how to drive the HIIA forward.

Action 7 – DM and KF to arrange meeting with NHS Health Scotland.

4. Review of potential candidate variables (paper TAMLC 03)
DM introduced paper TAMLC 03. The paper provided information on possible indicators available for analysis to improve the Acute Morbidity and Life Circumstances (MLC) part of the NRAC formula.  It also included information on each indicator, their source, availability at different geography levels and how often the datasets are collected and when. DM reminded the group that an important part of updating the existing MLC adjustment for the acute diagnostic groups will be the choice of indicators.  The TAGRA core criteria of ‘Transparency’ and ‘Face Validity’ imply that the group considers and selects only indicators which have a theoretical link to acute health need, rather than to undertake a data mining exercise to identify indicators which may not be clearly connected to acute health but which perform well in a statistical sense in a cross-sectional analysis.

DM informed the group that the list of indicators included in the paper had been established using documentation from:

· TAGRA (Annex C Potential Candidate Variables from Technical Report D 2006 and Paper TMLC05 – Potential indicators at different geographical levels for Mental Health & Learning Difficulties)

· the Scottish Neighbourhood Statistics website and

· the NHS ISD Statement of Administrative Sources. 

KF reminded the group that the indicators within the current needs index for the acute care programme are the all-cause standardised mortality rate ages 0-74 and the limiting long term illness (LLTI) rate (age/sex standardised). KF asked the group for their thoughts and comments on the paper.
AD noted that it was a comprehensive list and that he could not think of any additional indicators or data sources. AD did however raise his concern about the environmental indicators and the need to ensure that these were not looked at, at small geographical units. KF raised concern about the age of some indicators. Judith Stark (JS) highlighted that by the time the acute MLC adjustment is updated and implemented for the 2017/18 target shares some of the indicators will be more than 10 years old. KF suggested that the subgroup do not consider variables more than 10 years old i.e. prior to 2007.  AC agreed with KF but also noted that indicators should not be ruled out due to only being available every 10 years, if there is useful information from the recent Census for example, with a theoretical link to acute health. KF asked when the decision on the successor to the next census would be published. AC and Ellen Lynch (EL) indicated that there would be an announcement at some point about what form the 2021 census will take. KF questioned whether it was appropriate to look at all the variables in the paper as many of them will be highly correlated. DS agreed that many of the indicators will be highly correlated.

Ahmed Mahmoud noted that the subgroup should consider the work of the Mental Health and Learning Difficulties MLC work when looking at the potential variables and the modelling. Sarah Barry highlighted that the most appropriate function form will depend on the chosen indicators, unless we decide on a linear model from the outset. DS commented that if the formula changes every time we change an indicator then it is too unstable. KF underlined that the best model depends on the indicators and modelling combined, including the functional form and issues such as an age split. DS suggested that the analytical team take the current indicators when looking at the age split to get an idea of what the model looks like. 

KF highlighted that Scotland spent a lot of time developing the Scottish Index of Multiple Deprivation (SIMD) and asked whether there is added benefit from looking at the wide range of indicators offered in this paper given our experience in the Mental Health and Learning Difficulties MLC review, which showed that SIMD as a whole and the individual domains were good indicators. Paudric Osborne (PO) noted that including the SIMD domains separately in the regression equation gives a more flexible specification that if the relationship between them is constrained to the SIMD weights. SPARRA (Scottish Patients at Risk of Readmission and Admission) and IRF (Integrated Resource Framework) are also important new health sources that could be indicative of health need. DM highlighted that AST are still investigating the SPARRA and IRF datasets. AM also pointed out that AST are looking at other potential data sources such as the Scottish Health Survey dataset. AC highlighted that the Scottish Health Survey data is based on  a sample and provides  information at NHS Board and local authority level.
PO raised the issue whether we should set limits to the appropriate geographical aggregation for indicators and suggested that Local Authority level is too high a level. PO pointed out that a strength of the NRAC formula in terms of inequality is that it looks at smaller geographies and suggested that the largest geographical level should be intermediate geography.

KF suggested that the subgroup use SIMD for general determinants of health and look at good health related data (SPARRA, IRF, Scottish Health Survey etc) which is updatable and no more than 10 years old. The subgroup agreed with KF’s proposal. 

KF asked NHS Health Scotland colleagues whether they are aware of any additional data sources. PC noted that the subgroup are considering supply and needs variables but raised the question about access. PC highlighted that NHS Health Scotland have qualitative information on access and informed the group that they use the Patient Experience Survey to look at this area. AC noted that the subgroup could look at the Patient Experience Survey datasets but noted that they are published at NHS Board level which may be too large a geography. KF emphasised that the NRAC formula is strictly about need and MLC and although access doesn’t relate to need and MLC it could relate to unmet need. KF asked NHS Health Scotland to look over the variables list in TAMLC 03 to check whether there are any other potential data sources. AST also agreed to update TAMLC 03 based on the discussion.

Action 8 – NHS Health Scotland to feedback whether there are any additional potential sources of data.

Action 9 – AST to update the potential variable candidate paper.

5. Greater Glasgow & Clyde NRAC Report 
KF introduced the next item – the NHS Greater Glasgow & Clyde (GG&C) NRAC report and handed over to SB to present the findings of the report to the subgroup. SB began by talking the group through the remit of the study which included the following:
· Review and replicate the current methodology from NRAC;

· Investigate potential improvements to the MLC formula;

· Consider alternative indicators and their performance in predicting utilisation;

· Consider the role of supply variables (including Health Board dummy variables);

· To determine the impact of the above on the performance of the NRAC formula and NHS Board allocations, particularly for GG&C.
SB talked through the relationship between cost versus need for Hospital and Community Health Services (HCHS). SB illustrated that GG&C had a very similar relationship for all diagnostic groups except for Acute outpatients and Mental Health and Learning Difficulties (MH and LD). SB highlighted that, for these two diagnostic groups, GG&C had higher costs than the Scotland average at most levels of need. SB pointed out to the group that the main focus of the report was Hospital and Community Health Services; prescribing data was still considered but the initial analysis showed that there was substantially less variation in costs and need relationship between health boards for prescribing.

SB went on to talk about the current NRAC method and the diagnostic group weights. SB stressed the lack of community services data. SB talked the group through the alternative modelling approaches carried out during the GG&C study and mentioned that Generalised linear models (GLMs) and quadratic terms in either linear models or GLMs were analysed. SB highlighted that for GG&C for the Injuries group, the GLM was a better fit than the linear model. SB indicated that the target allocations for GG&C, using ‘best’ models, ranged by diagnostic group from -2.66% to +1.44%. SB also mentioned that, when the ‘best’ model for each diagnostic group was chosen, the overall target allocation change for GG&C was -0.17%. SB recommended that each diagnostic group be analysed separately and different models be used for each diagnostic group. SB pointed out that although GLMs were better fits for some diagnostic groups, they were felt to be too complex by GG&C project group.
SB moved on to talk about unmet need, underlining that the most deprived areas do not utilise health care to the extent expected on the basis of their needs. SB talked about the effects of adjusting for unmet need. The GG&C analysis showed that the model fit improved very slightly for some diagnostic groups: digestive, injuries, other acute, respiratory, care of the elderly and MH & LD maternity. There was no change in model fit for cancer, circulatory and acute outpatients. SB suggested that the Acute MLC investigate other potential sources of data when looking at unmet need.
SB then focused on supply variables and reminded the group that the NRAC formula initially involved adjusting out 17 supply variables in total. SB pointed out that this was subsequently reduced to two – inpatient and outpatient supply distribution and population. SB highlighted to the group that the GG&C analysis compared the model fit adjusting out for: all 17 supply variables; the two selected supply variables; and supply variables that were related to cost for each diagnostic group. The analysis showed that reducing to two supply variables lead to a worse model fit for all diagnostic groups and the GG&C results suggested that the best approach is to adjust out all 17 supply variables. 

SB went on to talk about Health Board dummy variables and explained that the dummy variables are considered to represent differences in health care administration across boards and are treated as supply variables. SB noted that the dummy variables may also be partially representing unmeasured need. KF suggested that their higher spend could also be as a result of the configuration of their services. PO pointed out that the MLC cost ratio uses national unit costs and therefore would not include variation in efficiency in the unit cost of service provision, rather it would reflect differences in need.  However, if GG&C are in fact over funded (which they are relative to the formula shares) some of that over funding would show up as higher levels of supply of services i.e. need. SB highlighted that not adjusting the HB dummy variables out of the models led to a substantially worse model fit but little difference in target allocations. However treating them as needs variables led to large differences in target allocations. SB underlined that it is unlikely to be appropriate to treat HB dummy variables as needs variables because they are most likely measuring a combination of supply and need and suggested that these results may be a sign that there are more appropriate measures of need not as yet indentified.

SB highlighted to the group that the GG&C study also looked at alternative needs indicators and concluded that SIMD health domain gave the biggest improvement in model fit for a single indicator, for most diagnostic groups.

SB finished the presentation by underlining some of the recommendations from the GG&C study. These included:

· Acquiring community services data 

· Choosing needs indicators for each specific diagnostic group

· Adjusting for unmet need

· Accounting for curved cost-need relationships 

· Adjusting out 17 supply variables

· Including SIMD health as a needs indicator

· Investigating further alternative needs indicators for Mental Health and Learning Difficulties and acute outpatients.

KF thanked SB for a clear presentation and stressed how useful the work of the GG&C study will be to the review of the Acute MLC adjustment. AD asked whether the acute outpatients investigations were driven by costs or activity data. AM confirmed that GG&C were given cost ratios for their study and that expected costs were based on the Scottish average. AD mentioned that if the costs are GG&C costs and not national average costs, the issue with acute patients could be down to the way that GG&C allocate costs. AD also highlighted that on average; outpatients from other NHS Boards come back more often and are more complex: that the share of other boards’ patients in speciality costs was higher than their share in admissions. FR pointed out that different NHS Boards do different things and record data differently. FE also stated that outpatient procedures are done in the community and more complex cases are treated in the acute sector. FE stressed that the way the NHS delivers health care has changed. KF underlined that the subgroup needs to bear in mind that there have been changes to outpatient service design and asked whether we should combine all the diagnostic groups together. KF pointed out  that this goes against SB’s recommendation to look at separate predictors of need for each diagnostic group. KF suggested that AST investigate the GG&C work and also any work carried out in NHS England around combining the diagnostic groups. 

KF asked the group to consider the issue around the supply variables. KF reminded the group that only two supply variables are currently used in the Acute MLC adjustment and highlighted SB’s recommendation to use all 17 supply variables as initially proposed as part of the NRAC review in 2007.  KF questioned what the Mental Health and Learning Difficulties review concluded. DS thought that the MH and LD review kept all the supply variables. AST agreed to confirm what was recommended as part of the MH and LD review. PO stressed the importance of the formula controlling for supply because of the potential for path dependency: the dummy variables were a key way in which the formula controlled for the effect of historical budget allocations on the utilisation data (and thus on predicted target shares), an issue which had been raised in TAGRA
Action 10 – AST to look at the evidence around combining diagnostic groups or keeping them separate when choosing the indicators/ predictors of need.
AC raised the issue of functional form and asked whether the subgroup should decide at the outset of the review to use a linear model. AC pointed out that a considerable amount of time was spent comparing different functional forms during the MH and LD MLC review and that the final recommendation was to use linear models for future analysis, which was the same conclusion in the Glasgow study. KF added that for the MH and LD MLC review, the GLM looked appealing but that the added benefits were very small compared to the work involved as GLMs are more complex. DS highlighted that the GG&C study showed that GLM and quadratic terms made big differences in terms of allocations but questioned whether the functional form is a trade between the best statistical comparison and prediction. PO outlined that one of the reasons the linear model was used for MH and LD was that the formula seeks to predict need and that, in the RCB study, a broadly linear approach was used to adjust for unmet need even though the regression was estimated using a non-linear function. KF suggested that AST look at the options around functional form and examine what was done as part of the GG&C study, the MH and LD MLC review and any work done in England.
Action 11 - AST to investigate the options for the functional form of the regression analysis.

6. A.O.B.

KF thanked all members of the subgroup for their contribution to the various discussions during the meeting and also thanked the presenters.  KF confirmed that the date of the next meeting was Tuesday 1st April in Glasgow, starting at 10.30am. KF added that the main focus of the meeting is the PLICS costing methodology. 
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